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Private Letter Ruling: Taxpayer engaged in two or nore nonunitary
busi nesses nust apportion the business incone of each business
separately, using the factors appropriate to that business.

March 25, 1999
Dear:

This is in response to your letter dated March 17, 1999, in which you request a
Private Letter Ruling on behalf of XXXXXXX XXXXXXX XXXX XXXXXXX, XXX. Revi ew of
your request for a Private Letter Ruling disclosed that all information
described in paragraphs 1 through 8 of subsection (b) of the enclosed copy of
Section 1200.1120 appears to be contained in your request. The Private Letter
Ruling will bind the Departnment only with respect to XXXXXXX XXXXXXX XXXX
XXXXXXX, XxX. for the issue or issues presented in this ruling. | ssuance of
this ruling is conditioned upon the understanding that neither XXXXXXX XXXXXXX
XXXX XXXXXXX, XXX. nor a related taxpayer is currently under audit or involved
inlitigation concerning the issues that are the subject of this ruling request.

The facts and anal ysis as you have presented them are as foll ows:

W are witing to request a private letter ruling on behalf of our
client, XXXXXXX XXXXXXX XXXX XXXXXXX, XXX. (XXXX X XX-XXXXXXX)

(hereafter "xxx"), under 2 IlIl. Adm Code Section 1200.110, related
to the proper filing of an I1L-1065 Illinois Partnership Replacenent
Tax Return (hereafter "IL-1065") when a taxpayer has nore than one

nonuni tary busi ness.

XXX is a partnership that is conprised of two nonunitary businesses,

each of which is in a separate division. I1linois taxpayers that
have nore than one nonunitary business apportion the incone from each
busi ness separately. Specifically, 86 [IlIl. Admn. Code Sec.
100. 3010(b) provides, in relevant part:

"A person may have nore than one "trade or business". I n

such cases, it is necessary to determne the business

i nconme attributable to each separate trade or business. In
the case of a person other than a resident, the incone of
each business is then apportioned by a fornula which takes
into consideration the instate and outstate factors which
relate to the trade or business the income of which is
bei ng apportioned.”

The 1L-1065 does not provide a nethod for taxpayers that have nore

than one trade or business to properly reflect their Illinois incone.
On Part I1l of the form IL-1065 the partnership shows its entire
i ncome and apportionnment factors. The form does not allow the
partnership to separate its income and apportionnment factors between
different trades or businesses. xxX has received notices from the
Departnment the last two years regarding how it has reported its
i ncome.

RULI NG REQUEST

Assuming that the two divisions of xxx are not wunitary with one
another and are separate businesses under 100.3010(b), we request
gui dance from the Departnment regarding how xxx should file its IL-
1065.



PROPOSED SCLUTI ON

The followi ng is our reconmmendati on regardi ng how xxx should file its

| L-1065.

1. We suggest that the phrase "See Statenent Attached" be clearly
written in Part 11l of the IL-1065 "Base incone (loss) allocable
to Illinois.™

2. The attachnment will show a conputation of the incone sourced to
Illinois for each trade or business. The attachnment will mrror
Part 111 of the 1065, except that each line itemw || be broken
out separately for each trade or business.

3. The business inconme apportioned to Illinois and nonbusiness
incone allocated to Illinois for each trade or business wll be
added together and the sumw |l be reported on Part Ill line 10
"Base incone or net |loss allocable to Illinois."

4. The partnership will report to each partner his or her share of
the inconme from each division (i.e. trade or business) sourced
to Illinois. Under the partnership agreenment, the inconme or

| oss fromeach division is allocated to the partners separately.
For many of the partners, their profit or loss interest varies

between the two divisions. The Illinois source inconme for each
division wll be allocated to each partner based on the
partnership agreenment (i.e. if partner A has a 10% profit
interest in Division 1, then he wll be allocated 10% of
Division 1's Illinois sourced incone).

These procedures wll need to be altered accordingly in the

event of any future changes in the formIL-1065

TAXPAYER REPRESENTATI ON

XXX
XXX.

is represented in making this ruling request by XXXXXX XXXXXXXX

A power of attorney appoi nting XXXXXXX X. XXXXXXXX and XXXXX XX

xxXxxxxx of that firmfor purposes of this ruling has been attached.

Rul i ng

86 II1.

Adm n. Code § 100.3010(b) provides:

Two or nore businesses of a single person.

1)

2)

A person may have nore than one "trade or business". In such
cases, it is necessary to determne the business incone
attributable to each separate trade or business. In the case of

a person other than a resident, the incone of each business is
then apportioned by a formula which takes into consideration the
instate and outstate factors which relate to the trade or
busi ness the inconme of which is being apportioned.

Exanpl e: The person is a corporation with three operating
di vi si ons. One division is engaged in manufacturing aerospace
itenms for the federal governnent. Anot her division is engaged
in grow ng tobacco products. The third division produces and
distributes notion pictures for theaters and television. Each
division operates independently; there is no strong centra
managenment. Each division operates in this state as well as in

ot her states. In this case, it is fair to conclude that the



corporation is engaged in three separate "trades or businesses".
Accordingly, the amount of business incone attributable to the
corporation's trade or business activities in this state is
determ ned by applying an apportionment fornula to the business
i ncone of each business.

Pursuant to this rule, if XXXXXXX XXXXXXX XXXX XXXXXXX, XXX. IS engaged in two
separate businesses, it is required to apportion the business inconme derived
from each business separately, using the apportionnent factors appropriate to
each busi ness. The method you propose for reporting this apportionnent on the

Form 1L-1065 is reasonable. Accordingly, assuming the accuracy of your
representati on that XXXXXXX XXXXXXX XXXX XXXXXXX, XXXX is in fact engaged in two
separate, nonunitary businesses, it should report its apportionnment of the

i ncomes fromthose businesses as you propose.

Note that this ruling does not concede the accuracy of your representation that
XXXXXXX  XXXXXXX XXXX XXXXXXX, XXX. 1S engaged in tw separate, nonunitary
busi nesses. That determ nation can only be made after a review of all rel evant
facts upon audit of the returns of XXXXXXX XXXXXXX XXXX XXXXXXX, XXX.

The facts wupon which this ruling are based are subject to review by the

Departnent during the course of any audit, investigation or hearing and this
ruling shall bind the Departnment only if the material facts as recited in this
ruling are correct and conplete. This ruling will cease to bind the Departnent

if there is a pertinent change in statutory law, case law, rules or in the
material facts recited in this ruling.

Very truly yours,

Bill Lundeen
Chi ef Counsel -- Illinois Departnment of Revenue



